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Presentation 

 

Moderator: The time has come for the Sakai Chemical Industry Co., Ltd.’s interim financial results briefing for 
the fiscal year ending March 31, 2025, and the cosmetic materials business strategy briefing. Thank you very 
much for taking time out of your busy schedule to attend our information session today.  

Today's event is a hybrid of a real event at the venue and a web event. Today's schedule will begin with an 
explanation of the interim financial results for the fiscal year ending March 31, 2025, followed by a question-
and-answer period on the financial results, which will last until 4:00 PM. After that, we will explain our 
business strategy for cosmetic materials, followed by a question-and-answer session, which is scheduled to 
end around 5:00 PM. We apologize for the limited time, but there will be no breaks. 

I will now begin my explanation of the interim financial results. Now, President, please. 

Yagura: Hello, everyone. I am Yagura, President of Sakai Chemical. Thank you very much for coming today and 
for your participation via the web. I will now present the interim financial results for the period ending March 
31, 2025. 

Eight months have already passed since the start of our medium-term management plan, Transformation 
BEYOND 2030, in April of this year. Today is also a progress report on the six months that have passed, or one-
sixth of the total. In conclusion, we are on track to achieve our numerical targets. I, Yagura, will give you an 
overall impression at the beginning of the presentation, and then Mr. Ogama, who is in charge of IR, will 
explain the details. 
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A summary of the financial results for H1 of the fiscal year ending March 31, 2025 is summarized on this slide. 
Compared to the same month last year, overall sales increased only slightly to a positive 3.5%, largely due to 
a decrease in sales volume to improve efficiency study projects. Operating income, on the other hand, 
improved significantly to a positive 186.4%, thanks to price revisions toward reasonable prices throughout 
the entire process and a recovery in sales volume in the growth business of electronic materials. 

Next is the comparison to the plan. Net sales were generally in line with the plan, as the business environment 
remained as we had expected at the beginning of the fiscal year. Operating income exceeded the plan, partly 
due to the penetration of price revisions and improved capacity utilization. Overall progress is on track. 
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I will continue with an explanation of the progress of the medium-term management plan, Transformation, 
BEYOND 2030. Let me begin with a brief review of the plan in the first three slides. 

As a transformation stage for the future, this medium-term management plan concentrates on a shift to high 
value-added products, i.e., a fundamental reconfiguration of the business portfolio. Our numerical targets for 
the fiscal year ending March 31, 2027, which is a milestone in this process, are operating income of JPY9 billion 
and ROE of 8%. 
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Next is the business strategy for growth businesses. In addition to electronic materials and cosmetic materials, 
we have newly positioned organic chemicals as a new growth driver and are working toward profit growth by 
investing in growth of existing businesses and utilizing M&A. In the third year of the medium-term plan, we 
plan to earn operating income of JPY5.7 billion from these three growth businesses. 
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The third slide, the business strategy for the efficiency study project. We are shifting to stable businesses by 
focusing on businesses and products that can contribute to earnings on an ongoing basis. 

We are proceeding with the termination of the pigment-grade titanium dioxide business in the fiscal year 
ending March 31, 2026, and the withdrawal of domestic lead-based stabilizers in the fiscal year ending March 
31, 2026. We are in the process of shifting to a stable catalyst business by consolidating production bases to 
improve efficiency. 
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Now, let us look at the progress after six months of the medium-term plan. The slide shows the comparison 
of the plan for the growth projects and the efficiency study projects. The growth business as a whole was 
planned to be profitable from H2 onward from the beginning of the fiscal year, but due to temporary negative 
factors, the progress rate for the full year was low. Among them, electronic materials performed well. 

The efficiency study business got off to a good start as a whole, thanks to fixed cost reductions from 
impairment charges implemented in the previous fiscal year, a JPY300 million decrease in depreciation 
expenses, price revisions, and a review of the sales mix. 
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Continued, CCC. Let's look at the progress of cache conversion cycle improvement. Our target is 180 days or 
less by the fiscal year ending March 31, 2027. The current period is 194 days, an improvement of 22 days from 
216 days at the end of the previous fiscal year. 

Although unit prices of products and raw materials soared, efforts to reduce inventory volume, together with 
a shorter inventory turnover period, led to an improvement in CCC. This generated operating cash flow of 
JPY4 billion. We will continue our efforts to improve CCC by reducing accounts receivable and inventories. 
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And finally, shareholder returns. We are aware that shareholder returns are very important, as announced in 
our medium-term management plan. The basic policy for dividends from retained earnings for the fiscal years 
ending March 31, 2025 through March 31, 2027 has been revised from a dividend payout ratio of 30% or more 
to a dividend on equity (DOE) of 3%. 

For the fiscal year ending March 31, 2025, the Company has determined JPY62.5 per share for the interim 
period. The Company plans to pay a year-end dividend of JPY62.5 per share, for a total annual dividend of 
JPY125 per share. 

That is all the explanation from me. After this, Ogama, IR Manager, will give a brief explanation. 

Ogama: I am Ogama, in charge of IR. I will now explain the details of the interim financial results for the fiscal 
year ending March 31, 2025. 
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Sales for the interim period were JPY41,874 million, operating income was JPY2,626 million, ordinary income 
was JPY2,633 million, and net income attributable to owners of the parent was JPY1,746 million. 

Sales, compared to the same period last year, increased by 3.5% due to a significant recovery in sales volume 
of electronic materials, penetration of price revisions, and an increase in the domestic zinc market, despite a 
decrease in sales volume mainly in the efficiency improvement study business. Operating income increased 
186.4% due to a recovery in electronic materials and price revisions, as well as an improvement in profits from 
the efficiency improvement study business, which was combined with the effect of impairment. 

Compared to the plan, sales in electronic materials were stronger than expected due to the recovery of the 
semiconductor market. This offset the decrease in sales of titanium dioxide and other businesses under 
consideration for efficiency improvement, resulting in a 0.3% decrease in sales compared to the plan. 

In terms of sales, in addition to the strong performance in electronic materials, operating income was boosted 
by the expansion of sales of non-lead stabilizers in plastic additives at overseas bases. In terms of production, 
the operation remained strong, resulting in a 9.4% increase compared to the plan. 
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This is sales/operating income by segment. The chemical business reported net sales of JPY37,609 million and 
operating income of JPY3,783 million. The medical business reported net sales of JPY4,264 million and 
operating income of JPY65 million. Details will be explained in the sub-segment results. 
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This chart shows YoY changes in operating income. Positive factors included the difference in sales unit prices 
and fixed costs. 

Negative factors included the impact of high raw material and fuel prices, as well as one-time write-downs 
and disposal losses. 
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The following is the balance sheet. The main reason for the change was a decrease of JPY2,487 million in notes 
and accounts receivable trade. There are three main factors. The first is that March 31, 2024 was a bank 
holiday, so the payment of some accounts receivable was delayed to the next business day, April 1. Secondly, 
there was a temporary significant decrease in sales of bulk pharmaceutical intermediates in H1. And the third 
is shortening the collection site, which we were working on to improve CCC. These three factors were the 
main reasons for the decrease in trade receivables. 

Inventories decreased by JPY1,614 million. Although unit prices of both products and raw materials increased, 
they were reduced due to efforts to reduce volume. Tangible fixed assets increased by JPY2,389 million. These 
are mainly investments in growth businesses and restructuring-related investments to improve efficiency. 
Short-term borrowings decreased by JPY6,094 million. 

As for the cash conversion cycle, as we explained earlier in the mid-term plan, CCC has improved by 22 days. 
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Cash flow. First, operating cash flow was JPY7.42 billion, due to a decrease in trade receivables, an increase in 
net income, and a decrease in inventories. 

Net cash used in investing activities amounted to JPY2,952 million, mainly due to the acquisition of property, 
plant and equipment for the purpose of entering the CDMO business of bulk pharmaceutical intermediates 
for organic chemicals, which will be our future focus. 

As a result, free cash flow totaled JPY4,468 million, an increase of JPY2,906 million from the end of the 
previous fiscal year. 

In terms of financial cash flow, cash and cash equivalents totaled JPY14,633 million in H1, mainly due to the 
repayment of short-term borrowings. 



 
 

SAKAI CHEMICAL INDUSTRY CO., LTD.                                                                                                               
Q2 FINANCIAL RESULTS BRIEFING FOR THE FISCAL YEAR ENDING MARCH 2025 

 

 

 

Next is the forecast for the fiscal year ending March 31, 2025. First of all, there is no change in the full-year 
forecast. Net sales were JPY87 billion, operating income was JPY5.4 billion, ordinary income was JPY5.2 billion, 
and net income attributable to owners of the parent was JPY4.3 billion. 

Although the H1 results exceeded the forecast, we have left the full-year forecast unchanged in consideration 
of the uncertain outlook for the business environment. 
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Here are the changes in capital expenditures, depreciation, and R&D expenses. There is no change to the full 
year forecast from the beginning of the fiscal year. 

Capital expenditures are approximately 50% for investment in growth and 50% for investment to improve 
efficiency. The main breakdown of our growth investment is in organic chemicals, such as CDMO 
intermediates for active pharmaceutical ingredients, and cosmetics materials. We are investing in the 
construction of a multi-plant for make-up materials, which we will explain in more detail later. Major 
investments to improve efficiency include the restructuring of Sakai and Onahama Works, efficiency 
improvement of the catalyst business, and consolidation of bases. 
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We will now explain the results by segment for H1 of the fiscal year ending March 31, 2025. The relationship 
between our segments and sub-segments is such that we have divided our chemical business into three 
segments: growth business, stable business, and efficiency improvement study business. During the period of 
this medium-term management plan, we will eliminate the efficiency improvement study business and 
consolidate it into two segments, growth business and stable business. 
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Changes in operating income by sub-segment are shown in comparison with the same period of the previous 
year. As for the growth business, here, electronic materials recovered significantly, however, the temporary 
decrease in profit and decrease in profit of organic chemicals resulted in a slight decrease in profit for the 
growth business. In addition, titanium dioxide and zinc products and plastic additives in the efficiency 
improvement study business contributed significantly to the increase in profit. 
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We will now look at each of the sub-segments. From now until the medical business, the upper table shows 
YoY changes, and the lower table shows the changes compared to the plan. 

The first is electronic materials. Compared to the same period of the previous year, net sales increased 
significantly due to a significant recovery in sales volume in dielectric materials, mainly for consumer 
applications, in line with the recovery of the semiconductor market since H2 of the previous fiscal year. 
Operating income increased significantly due to a recovery in sales volume, mainly of dielectric materials, as 
well as improved capacity utilization and the penetration of price revisions. 

As a percentage of the plan, net sales were 54% of the plan, thanks to strong shipments in line with the 
recovery of the semiconductor market and the penetration of price revisions. Operating income was 60% of 
the plan due to higher capacity utilization on the back of strong sales, coupled with the effect of price revisions. 

The full year forecast by segment for electronic materials has been revised upward. We will explain this later. 
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Next is cosmetic materials. Compared to the same period of the previous year, net sales were on par with the 
previous year due to the penetration of price revisions, despite a slight decrease in sales volume. Operating 
income decreased due to a deteriorated sales mix and one-time costs associated with the construction of 
production process improvements. 

As compared to the plan, sales volume declined due to sluggish demand in China, resulting in a 40% progress 
rate toward the plan. Operating income was in the red due to the failure to increase sales as a result of lower 
sales, as well as one-time expenses associated with the construction of improvements to the production 
process. 

For these cosmetic materials, we have revised downward the full year forecast by segment. The director in 
charge of these cosmetics materials will explain the business environment and other details later. 
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Next is organic chemicals. As for YoY sales, there was a temporary decrease in sales volume of additives for 
plastic lenses, which are materials for eyeglass lenses. Sales of bulk pharmaceutical intermediates decreased 
due to shipments of mainly prototypes. Operating income decreased due to the impact of lower sales volume 
in additives for plastic lenses and a temporary deterioration in the sales mix in bulk pharmaceutical 
intermediates, where sales were centered on prototypes. 

Compared to the plan, sales of additives for plastic lenses decreased in volume, and sales of bulk 
pharmaceutical intermediates were 43% of the plan due to a sales plan weighted heavily toward H2. Operating 
income is planned to be weighted toward H2,, and although sales volume of bulk pharmaceutical 
intermediates was favorable, the sales mix deteriorated, resulting in a 26% progress rate toward the plan. 

Organic Chemicals also revised downward its full year forecast by segment. 
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The next item is hygienic products, which is one of the stabilized businesses. Compared to the same period of 
the previous year, net sales increased due to strong production and sales of breathable films for diapers and 
sanitary products, although sales of imported commercial products struggled due to the weak yen. Operating 
income remained at a profit level, supported by stable demand and the contribution of yield improvement 
that has continued since the previous fiscal year. 

Compared to the plan, sales progress was 48% due to a slowdown in cargo movement of imported 
merchandise caused by the weak yen. Operating income was 56% of the plan due to continued stable 
operations. 
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This page is about contract processing. Compared to the same period of the previous year, net sales increased 
for contracted process services due to a recovery in the volume of contracts from existing customers and an 
increase in the volume of contracts due to new hires. In addition, sales of processed pigments increased due 
in part to an increase in shipment volume resulting from an increase in inventory in preparation for the year-
end sales season. Operating income increased due to an increase in sales volume and the penetration of price 
revisions in processed pigments. 

Compared to the plan, net sales were 50% of the plan's progress due to steady shipment volumes of both 
contracted process and processed pigments. Operating income was 62% of the plan due to an increase in 
sales volume and the penetration of price revisions in processed pigments. 

As for contract processing, the full year forecast by segment has been revised upward. 
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Next is the efficiency improvement study project. This is titanium dioxide and zinc dioxide products. Sales 
volume of titanium dioxide decreased from the same period of the previous year, partly due to our strategy 
of focusing on profitability and not chasing the low-cost offensive of Chinese products. Sales of zinc products 
decreased due to sluggish sales for automotive tires. Operating income increased significantly as a result of 
price revisions for titanium dioxide and fixed cost reductions due to impairment charges implemented in the 
previous fiscal year, which contributed to profit, and higher sales prices for zinc products due to soaring zinc 
market prices in Japan. 

Compared to the plan, sales volumes of both titanium dioxide and zinc products generally progressed as 
planned, with a progress rate of 50%. Operating income was 49% of the plan, as sales focused on profitability 
and efficiency improvement measures such as price revisions generally progressed as planned. 
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Next is resin additives. Sales decreased from the same period of the previous year due to a decline in the 
number of domestic housing starts and a decrease in the volume of low-profit products whose shipments 
were restrained to emphasize profitability, although overseas sales of non-lead stabilizers and other products 
remained strong. Operating income increased due to an improved sales mix resulting from the penetration of 
price revisions in Japan and expanded sales of non-lead stabilizers overseas. 

Compared to the plan, sales volume did not increase due to sluggish domestic demand and the prolonged 
stagnation of the Chinese economy, resulting in a 46% progress rate toward the plan. Operating income was 
62% of the plan due to an improved sales mix resulting from a decrease in volume of low-margin products 
and expanded sales of non-lead stabilizers overseas. 



 
 

SAKAI CHEMICAL INDUSTRY CO., LTD.                                                                                                               
Q2 FINANCIAL RESULTS BRIEFING FOR THE FISCAL YEAR ENDING MARCH 2025 

 

 

 

Next, we have catalysts. Compared to the same period of the previous year, sales of both nickel catalysts and 
deNOx catalysts decreased due to a decline in the nickel market pushing down unit selling prices, despite an 
increase in sales volume. Operating income decreased for nickel catalysts due to the impact of the decline in 
the nickel market on unit sales prices, and for deNOx catalysts due to a temporary deterioration in the sales 
mix. 

Although shipment volume increased compared to the plan, the impact of the decline in the nickel market 
resulted in a 46% progress rate toward the plan. The deficit in operating income narrowed due to higher sales 
volume and the penetration of price revisions. 

For this catalyst, we have upwardly revised our full-year segment forecasts. 
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I will now continue with a description of the performance of the medical business. Sales increased from the 
same period of the previous year, despite a decrease in shipment volume of barium contrast media, due in 
part to the effect of the NHI price increase and an increase in sales volume of medical equipment. Operating 
income decreased due to a one-time write-down of barium contrast media in Q1. 

Although sales were planned to be weighted more heavily toward H1 compared to the plan, progress toward 
the plan was 52% due to a slowdown in the movement of OTC drug goods. Operating income was planned to 
be weighted toward H1, but due in part to the write-down of barium contrast media, progress toward the 
plan was 65%. 

Taking this into account, we have revised downward our full year forecast for the medical business. 
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We will continue with a description of our perception of the business environment. The changes from the 
initial forecast are in electronic materials, cosmetic materials, and plastic additives. 

As for electronic materials, we expect the semiconductor market to remain sluggish, at least for automotive 
applications. As for cosmetics materials, we expect a steady recovery both in Japan and overseas, but the 
outlook for China remains challenging. As for plastic additives, overseas demand for PVC (polyvinyl chloride) 
in the medium term, although the polyvinyl chloride market continues to expand, in the short term there are 
signs of a slight slowdown due to the flooding in Thailand and the economic impact in China. 
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Now, based on that, here is the forecast for the full year by sub-segment. We have revised the full-year plan 
by segment in light of changes in the business environment and progress made in H1. However, as I mentioned 
earlier, there is no revision to consolidated operating income. 

Looking at the revised plan for the full year, we expect a large YoY increase in electronic materials, titanium 
dioxide and zinc products, and plastic additives. On the other hand, the forecast for organic chemicals and 
catalysts is for relatively large YoY declines. However, I would like to reiterate that there is no revision to the 
final total operating income of JPY5.4 billion on a consolidated basis. 
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As for the plan from the beginning of the fiscal year, the forecast for electronic materials, contract processing, 
and catalysts has been revised upward from the beginning of the fiscal year, while the operating income 
forecast for cosmetic materials, organic chemicals, and medical business has been revised downward. 
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Lastly, this page shows the increase/decrease in operating income by sub-segment for H2 compared to H1. 

We expect to accumulate profits in each of the growth, stable, and efficiency-enhancing businesses. In 
particular, we expect a large increase in profits from electronic materials and organic chemicals. 

That is all the explanation from me. Thank you very much for your attention. 
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Question & Answer 

 

Moderator [M]: We would now like to accept questions regarding the presentation of the financial statements. 
We would like to take questions first from those of you who are in the audience, and then ask those of you 
who are participating via the web, in that order. We would appreciate it if you could provide us with your 
company name and your name when you ask your question. 

This briefing will be transcribed and recorded and is posted on our website. We will of course withhold the 
name of the company, your name, etc., but we would appreciate your understanding that your question will 
be written and recorded. 

Now I would like to accept questions from the audience. Any? Any questions from the audience? Now I would 
like to ask once more to those of you who are participating on the web. 

Moderator [M]: We will unmute your microphone. Please ask your question. 

Participant [Q]: 

First of all, in the area of electronic materials, I think there has been a large increase compared to the previous 
year, but if we look at it quarter by quarter, sales in Q2 have probably decreased by some percentage 
compared to Q1. I would like to know the reason behind this. 

Also, since sales are expected to be about roughly as in Q2 in H2 will this area not be so strong? I kind of 
understand that cars are not doing well right now, but I think there are some areas where demand is booming, 
such as for telecommunications and for smartphones and data centers that use generated AI. Please tell us 
about this area. 

Ogama [A]: Ogama would like to answer your question. As you are aware, sales in Q2 were roughly 10% lower 
than in Q1, as we have announced. The volume base is about the same, especially for dielectric materials, and 
since Q1 was originally quite strong, I think it would be more correct to say that things have calmed down a 
bit. 

In H2, we expect that demand for automobiles will not grow much, but demand itself, mainly for consumer 
applications, will not decline so much that we expect sales to be roughly between the level of Q1 and Q2, or 
about Q2. 

As for capacitors, the disclosed data of capacitor manufacturers show that the BB ratio, or in other words, the 
ratio of orders to sales, is slightly inverted, or in other words, orders are slightly decreasing. This is a matter 
of concern for us.  Although there is a sense of uncertainty toward H2 as I mentioned earlier, orders have not 
fallen that significantly in the current period, so I think that the trend will be roughly the same as in Q2. 

Participant [Q]: Conversely, I don't feel that there is a decline, but I don't think there is a big increase either. 
I would like to confirm this, and I think there are quite a few overseas MLCC manufacturers that are expanding 
for this application, although it may be for overseas manufacturers, such as plug-in hybrids in China. Is your 
company not involved in those areas? 

Ogama [A]: Ogama would like to answer this question as well. As for growth, we do not expect to see the 
same growth in Q1 that we saw in the previous year. We expect it to be roughly the same level as Q2. 
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Overseas, I can't give you specifics, but we have not fully grasped the supply chain for EVs in China. Our 
understanding is that our electronic materials are not so much used in Chinese EVs. 

There are quite a few capacitor manufacturers emerging in China, so we are researching, or rather grasping, 
such supply chains, but I hope you understand that our materials are not used for many of them. 

Participant [Q]: I understand. Second question. I heard your explanation of the CCC, and you set a target of 
180 days, but what is the level of this target? I think the inventory has probably increased in the past, so I 
think the reduction has been effective in that sense, but compared to, say, five years ago, the 180 days target 
seems to have increased from the past. I would like to ask about this area as well. 

Also, the pace of improvement is not so bad, so I think there is a possibility that we can aim for 180 days or 
less during the mid-term plan period. Please tell us if you are actually aiming for this. 

Ogama [A]: We set this target at 180 days or less partly because our CCC days were originally quite large. The 
target is to reduce the number of days by one month or more, and we are aiming to achieve the same level 
as other companies in our industry. 

Therefore, we are not sure if this is really optimal, but we are still looking a little further ahead, and if we can 
reduce it, we would like to bring it below the 180-days level. 

As you have pointed out, the biggest factor in the current situation is inevitably the rise in raw fuel prices, 
which we recognize has risen considerably in monetary terms, and we are aware that the number of CCC days 
has been extended from that. Therefore, we will consider what will happen after the 180-day goal is achieved, 
and we will also consider the possibility of setting the goal at a higher level. 

Participant [M]: I feel that if we aim for the same standards as our peers, it may be a little too low as a goal. 
For that reason, I think we feel that perhaps this is not the place to look. That is all from me. Thank you very 
much. 

Ogama [M]: Thank you very much. 

Moderator [M]: Thank you very much, Mr. Ishibashi. Any more questions? No hands were raised from the 
web.  We will return the mic to the venue. 

Moderator [M]: Thank you very much. We will have time for questions after the business strategy briefing 

on cosmetic materials, so if you have any questions at that time, I would like to ask them again.  

[END] 

______________ 
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Disclaimer 

Disclaimer This material is for informational purposes only and does not constitute a solicitation to take any 
action based on it. This material (including performance plans) has been prepared by the Company based on 
information available at this time, and contains risks and uncertainties that may cause actual results to differ 
from those contained herein. In addition, please note that the figures for the subsegments of the chemical 
business are published on a voluntary basis and have not been audited, and should therefore be regarded as 
reference figures. Please exercise your own judgment when using this information. The Company assumes no 
liability for any losses that may occur as a result of investment decisions made that rely on the forecasts and 
target figures contained in these materials.  

 


